2. Before You Start

Table 7. NFIP Coverage Exclusions and Limitations continued

TYPES OF EXCLUSION
AND LIMITATIONS COMMENT

The SFIP will not pay for a loss caused by a flood that was a continuation of
. a flood that existed:

* On or before the date the waiting period for coverage began; or

¢ |f the coverage became effective as of the time of a loan closing (under
the loan exception to the 30-day waiting period), before coverage
became effective.?

In other words, the SFIP does not insure damage from a flood that began

. before a new policy’s waiting period (or coverage, if no waiting period) began,
" even if the flood did not damage the insured property, until after the waiting

- period (or coverage) began. If a flood was already in progress before a

- policyholder requested an increase in coverage on an existing policy, the SFIP
- will only insure damage that occurred to the insured property from that same
. flood event after the waiting period (or increased coverage, if no waiting
period) began, under the lesser policy limits.

Flood in Progress

' See the NFIP Claims Manual for additional guidance.

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

' The SFIP excludes coverage for hot tubs or spas, except where used as
- bathroom fixtures.

Non-Residential ' The NFIP does not provide building coverage for owners of non-residential
Condominium Unit ' units in residential or non-residential buildings.

Swimming Pool The SFIP excludes coverage for indoor or outdoor swimming pools.
Timeshare Unit in a ' The NFIP does not provide coverage for these units unless they are in a
Multi-Unit Building ' condominium form of ownership.

lil. Effective Dates for New Policies and Endorsements

In general, new flood insurance policies and endorsements adding or increasing coverage
become effective following a 30-day waiting period. However, there are three exceptions
listed below and detailed later in this section:

1. Map Revision Exception: Coverage becomes effective after a 1-day waiting period
during the first 13 months following a flood map revision newly identifying a building
as located within an SFHA when it was previously identified as outside of an SFHA.®

2. Loan Exception: If the initial purchase of new, additional, or increased flood
insurance coverage is in connection with making, increasing, extending, or renewing
a loan secured by the insured property (for example, a mortgage loan) — and if the
NFIP receives the Application Form or endorsement request and full amount due
within specified timeframes as noted in Table 10 — then no waiting period applies
and coverage becomes effective as of the time of the loan closing.*®

8. 44 CFR Part 61, Appendix A(1)-(3), V.B “Flood in Progress”
9. 42 USC 4013(c)(2)(C); 44 CFR § 61.11(a)
10.42 USC 4013(c)(2)(C); 44 CFR § 61.11(b)
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2. Before You Start

3. Post-Wildfire Exception: Coverage becomes effective after a 1-day waiting period!? if:

a. The insured property is privately-owned (property not owned by a federal, state,
local, territorial, or tribal government) and experiences damage caused by a flood
that originated on federal land;

b. Post-wildfire conditions on federal lands caused or worsened the flooding; and
c. The policyholder purchased the new, additional, or increased coverage either:

i. On or before the fire containment date; or
ii. During the 60-calendar day period following the fire containment date.
Insurers must follow the applicable waiting period and effective date rules for all policies,

including policies issued in conjunction with a community’s initial entry into the Regular
Program or conversion from the Emergency Program to the Regular Program.

A. Standard 30-day Waiting Period

1. General Information

A 30-day waiting period applies to new policies and endorsements to add or increase
coverage that are not otherwise eligible for the exceptions provided above. The date the
waiting period begins varies based on:
e The date of the Application Form (or endorsement request);
e The method of sending the Application Form (or endorsement request) and
payment; and
e The date the insurer receives the Application Form (or endorsement request) and
full amount due (including applicable premiums, surcharges, and fees).

For the purposes of determining a waiting period start date, “certified mail” includes
certified mail sent through the U.S. Postal Service or a reputable third-party delivery
service that provides proof of the actual mailing date and delivery date to the insurer.

Table 8 shows how to determine the effective date of a new policy or endorsement
adding or increasing coverage that is subject to the 30-day waiting period.

Table 8. Effective Date with a 30-day Waiting Period

RECEIPT DATE EFFECTIVE DATE EXAMPLE

If the insurer receives the

L - The effective date will - If the application date is May 13 and
qur:::;;lg?‘dF?;T;:oeunno:oézzment 3 pe 12:01 a.m. (local ' the insurer receives the Application
within 10 calendar days from the 3 time) on the 30th 3 Form (or endorsement request) and

L T ' calendar day after the  : full amount due on May 17, then the
application date (application date - application date. . earliest effective date is June 12.
plus 9 days) 1 :

If the Application Form (or } - If the application date is May 13, the
endorsement request) and full } The effective date will - Application Form (or endorsement
amount due are mailed by certified be 12:01 a.m. (local reqyest) and f_u!l amount due are
mail within 4 calendar days from the ' time) on the 30th - mailed by certified mail on May
application date (application date ' .jendar day after the 15, and the insurer receives the

plus 3 days), regardless of when the ! application date. 3 Application Form and fuII.amount d_ue
insurer receives them | - on May 26, then the earliest effective

- date is June 12.

11.42 USC 4013(c)(2)(C); 44 CFR § 61.11(c)
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Table 8. Effective Date with a 30-day Waiting Period continued

RECEIPT DATE EFFECTIVE DATE EXAMPLE

If the insurer receives the
Application Form (or endorsement

request) and full amount due 1 o
. If the application date (or

after 10 calendar days from the ' The effective date will " endorserment request) is May 13
application date (pplication date | pe 12:01 a.m. (local the insurer receives the Application
plus 9 days) and the Application time) on the 30th ' Form (or endorsement request) and
Form (or endorsement request) and _ calendar day after the ! £l amount due on May 25, then the
full amount due were NOT mailed "insurer’s receipt date. ’

. - ' earliest effective date is June 24.
by certified mail within 4 calendar 1

days from the application date
(application date plus 3 days)

2. Insufficient Payment

If a policyholder pays less than the full amount due to purchase the amount of coverage
requested, see the Reformation Due to Insufficient Premium or Rating Information
heading in this section for the applicable procedures and effective date rules.

3. Invalid Payment

The insurer may not use the receipt date of an invalid payment to determine the
effective date of a policy transaction. A payment is invalid if it cannot be negotiated
because there are non-sufficient funds (NSF) in the account, a reversal (dispute) is
successfully completed on an electronic payment, or the payment is non-negotiable for
any other reason. Upon notification that the payment is invalid, the insurer must:

e Cancel or nullify the transaction associated with that payment; and

e Send notification of the cancellation or nullification to the policyholder, agent,
and lender(s), if applicable.

If the insurer receives a valid payment, the insurer must process the transaction based
on the valid premium receipt date. The insurer must determine the effective date of the
transaction based on the valid payment receipt date, subject to the effective date rules.

Note: A new Application Form or endorsement request is not required for this transaction
as long as the insurer still has the original request.

B. Map Revision Exception (1-Day Waiting Period)

A 1-day waiting period applies when the NFIP revises an FHBM or a FIRM to show that the
building is now in an SFHA when it was not previously. The 1-day waiting period only applies
if the insurer receives the Application Form (or endorsement request) and full amount due
within 13 months from the effective date of the map revision. If the insurer receives the
Application Form (or endorsement request) and full amount due after 13 months from the
effective date of the map revision, the 30-day waiting period applies.? The 1-day waiting
period rule applies for all buildings, including those owned by condominium associations.

Table 9 shows how to determine the effective date of a new policy or endorsement adding
or increasing coverage that is eligible for the map revision exception.

12.42 USC 4013(c)(2)(C); 44 CFR § 61.11(a)
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Table 9. Effective Date When Eligible for the Map Revision Exception

RECEIPT DATE

If the insurer receives the
Application Form (or endorsement
request) and full amount due
within 10 calendar days from the
application date (application date
plus 9 days)

If the Application Form (or
endorsement request) and full
amount due are mailed by certified
mail within 4 calendar days from
the application date (application
date plus 3 days), regardless of
when the insurer receives them

If the insurer receives the
Application Form (or endorsement
request) and full amount due

after 10 calendar days from the
application date (application date
plus 9 days) and the Application
Form (or endorsement request) and
full amount due were NOT mailed

EFFECTIVE DATE

The effective date will
be 12:01 a.m. (local
time) on the next
calendar day after the
application date.

The effective date will
be 12:01 a.m. (local
time) on the next
calendar day after the
application date.

The effective date will
be 12:01 a.m. (local
time) on the next
calendar day after the
insurer’s receipt date.

EXAMPLE

If the FIRM was revised on January 5,
the application date is May 13, the
insurer receives the Application Form (or
endorsement request) and full amount
due on May 17, then the earliest
effective date is May 14.

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

If the FIRM was revised on January 5,
the application date is May 13, the
Application Form (or endorsement
request) and full amount due mailed

by certified mail on May 15, and the
insurer receives the Application Form (or
endorsement request) and full amount
due on May 26, then the earliest
effective date is May 14.

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

If the FIRM was revised on January 5,
the application date is May 13, the
Insurer receives the Application Form (or
endorsement request) and full amount
due on May 28, then the earliest

oo L effective date is May 29.
by certified mail within 4 calendar

days from the application date
(application date plus 3 days)

C. Loan Exception (No Waiting Period)

New, additional, or increased flood insurance coverage purchased in connection with making,
extending, increasing, or renewing a loan secured by the insured property (for example, a
mortgage loan) is not subject to the 30-day waiting period if the NFIP receives the Application
Form (or endorsement request) and full amount due within specified timeframes. If a policy
or endorsement is eligible for this exception, then the coverage becomes effective as of the
time of the loan closing.** Condominium association policies or endorsements purchased

in conjunction with loan transactions in the name of the condominium association can be
eligible for this exception. Contents-only policies and endorsements can only be eligible for
the loan exception if the contents are part of the security for a loan.

The policyholder must apply for flood insurance (or request an endorsement to add or
increase coverage) on or before the closing date of the loan transaction. If the policyholder
requests the coverage after the closing date, the 30-day waiting period applies. A valid
Application Form (or endorsement request) includes all the information necessary to calculate
the NFIP policy premium.

In determining eligibility for the loan exception, the insurer may rely on an agent’s
representation on the Application Form (or endorsement request) that the purchase is in

13.42 USC 4013(c)(2)(C); 44 CFR § 61.11(b)

OCTOBER 2021 RISK RATING 2.0 NFIP FLOOD INSURANCE MANUAL 216



2. Before You Start

connection with making, extending, increasing, or renewing a loan secured by the insured
property but must confirm timely receipt of the Application Form (or endorsement request)
and full amount due. If a loss occurs during the first 30 days of the policy or additional or
increased coverage, the insurer must obtain documentation of the loan transaction (such as
settlement papers) to validate that a loan transaction occurred before paying the loss.

Table 10 shows how to determine the effective date of a new policy or endorsement to add
or increase coverage that may be eligible for the loan exception. If the effective date is the
date and time of the loan closing, the declarations page should state the effective date and
specify that the coverage is effective “at the time of loan closing” (versus 12:01 a.m.). The
insurer only needs to obtain documentation of the specific time of the loan closing if a loss
occurred on the loan closing date, to determine whether the loss occurred after the new,
additional, or increased coverage began (see additional guidance in the NFIP Claims Manual).

Table 10. Effective Date When Potentially Eligible for the Loan Exception

RECEIPT DATE

EFFECTIVE DATE

EXAMPLE

If the lender, title company, or settlement attorney pays the premium

If the policyholder requests the policy (or
additional or increased coverage) on or
before the loan transaction closing and
the insurer receives the Application Form

(or endorsement request) and full amount

due within 30 calendar days from the
closing (closing date plus 29 days)

The effective date will
be the date and time
of the loan closing.

" If the loan transaction date is on

+ April 3 and the application date is

- April 3; and the insurer receives the

- Application Form (or endorsement

. request) and full amount due, paid

' by the lender, title company, or

' settlement attorney on April 20; then
- the policy effective date is April 3 at
- the time of loan closing.

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

If the policyholder requests the policy
(or additional or increased coverage) on
or before the loan transaction closing,
and the insurer receives the Application
Form (or endorsement request) and full
amount due after 30 calendar days from
the closing (closing date plus 29 days

or more)

The effective date will
be 12:01 a.m. (local
time) on the 30th
calendar day after the
insurer’s receipt date.

" If the loan transaction date is on

- April 3 and the application date is

- April 3; and the insurer receives the
- Application Form (or endorsement

. request) and full amount due, paid

: by the lender, title company, or

- settlement attorney on May 10; then
' the earliest policy effective date is

- June 9.

If the policyholder or another party not listed above pays the premium

If the policyholder requests the policy (or
additional or increased coverage) on or
before the loan transaction closing, and

: The effective date will

If the loan transaction date is on
. April 3, the application date is April
' 3, and the insurer receives the

. Application Form (or endorsement

the insurer receives the Application Form be the date and time of |

(or endorsement request) and full amount
due within 10 calendar days from the
loan transaction closing (closing date plus
9 days)

If the policyholder requests the policy (or
additional or increased coverage) on or
before the loan transaction closing, and
the insurer receives the Application Form
(or endorsement request) and full amount
due after 10 calendar days from the
closing (closing date plus 9 days or more)

' the loan closing.

' The effective date will
" be 12:01 a.m. (local

' time) on the 30th

. calendar day after the
; insurer’s receipt date.

+ request) and full amount due paid by
» the policyholder on April 7, then the

| policy effective date is April 3 at the
' time of loan closing.

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

" If the loan transaction date is on

+ April 3, the application date is April
+ 3, and the insurer receives the

. Application Form (or endorsement

. request) and full amount due paid

; by the policyholder on April 15, then
' the earliest policy effective date is
 May 15.
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Note: When an agent submits an agency check, it must be accompanied by settlement paperwork or
a photocopy of the original check from the lender, title company, or settlement attorney to be eligible
for the waiting period exception.

D. Post-Wildfire Exception (1-Day Waiting Period)

The 30-day waiting period may not apply to new policies (or endorsements to add or
increase coverage) for privately-owned property (building or contents) affected by flooding
from federal land caused by post-wildfire conditions. Coverage becomes effective at 12:01
a.m. (local time) on the first calendar day after the Application Form (or endorsement
request) date:*4

1. The insured property is privately-owned (property not owned by a federal, state,
local, territorial, or tribal government) and experiences damage caused by a flood
that originated on federal land;

2. Post-wildfire conditions on federal lands caused or worsened the flooding; and
3. The policyholder purchased the new, additional, or increased coverage either:
a. On or before the fire containment date; or
b. During the 60-calendar-day period following the fire containment date.

Given the eligibility criteria for this post-wildfire exception, the policyholder had to already
have NFIP coverage in place at least one day before the triggering flood loss occurred.
Therefore, this exception is relevant when a new policy (or additional or increased coverage)
is within the standard 30-day waiting period and experiences a loss qualifying it for the
post-wildfire exception and resulting 1-day waiting period. The insurer cannot endorse the
policy to change its effective date, so must cancel and rewrite the policy.

For the purposes of the post-wildfire exception, the federal agency responsible for the

land on which the post-wildfire conditions existed determines the fire containment date.
FEMA supports the application of the post-wildfire exception by tracking containment dates
for wildfires occurring on federal lands and consulting, when necessary, with appropriate
federal agencies to determine whether post-wildfire conditions caused or worsened a
flood. NFIP insurers may request assistance with the proper application of the post-wildfire
exception by contacting FEMA-FIDClaimsMailbox@fema.dhs.gov.

IV. Administrative Topics

A. Electronic Signatures

NFIP insurers must sell and service NFIP policies in a customer-centric manner as part of
their normal business practices. To improve the policyholder’s experience and to reduce
administrative burden, FEMA approves and encourages the use of electronic signatures
on NFIP transactions. FEMA will not deny the legal effect, validity, or enforceability of

a signature solely because it is in electronic form. Insurers should accept electronic
signatures in accordance with their general business practices and applicable laws.
Electronic signatures must comply with the following requirements.

e The signer must use an acceptable electronic form of signature;

e The electronic form of signature must be executed or adopted by a person with the
intent to sign the electronic document;

* The electronic form of signature must be attached to or associated with the
electronic document being signed;

e There must be a means to identify and authenticate a particular person as the
signer; and

14.42 USC 4013(c)(2)(C); 44 CFR § 61.11(c)
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